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Fiscal Service, Treasury § 240.6 

electronic items to a Federal Reserve 
Bank as set forth in the Federal Re-
serve Banks’ operating circulars; 

(2) Treasury will not receive present-
ment of, or otherwise be charged for, 
the electronic check, the original 
check, or a substitute check (or a paper 
or electronic reproduction of any of the 
foregoing) such that Treasury will be 
asked to make payment based on a 
check it already has paid; and 

(3) Treasury’s receipt of the elec-
tronic check instead of the original or 
substitute check will not result in the 
loss of Treasury’s ability to determine 
whether the check contains a material 
defect or alteration. 

(f) Substitute check. If the check is a 
substitute check, that the guarantors 
make the warranties set forth at 12 
CFR 229.52(a)(1) and (2) and the indem-
nity set forth at 12 CFR 229.53. 

§ 240.5 Limitations on payment; can-
cellation and distribution of pro-
ceeds of checks. 

(a) Limitations on payment. (1) Treas-
ury shall not be required to pay any 
check that is not negotiated to a finan-
cial institution within 12 months after 
the date on which the check was 
issued. 

(2) All checks shall bear a legend, 
stating ‘‘Void After One Year.’’ The 
legend is notice to payees and indorsers 
of a general limitation on the payment 
of checks. The legend, or the inad-
vertent lack thereof, does not limit, or 
otherwise affect, the rights of Treasury 
under the law. 

(b) Cancellation and distribution of pro-
ceeds of checks. (1) Any check that has 
not been paid and remains outstanding 
for more than 12 months after the issue 
date will be canceled by Treasury. 

(2) The proceeds from checks can-
celed pursuant to paragraph (b)(1) of 
this section will be returned to the 
payment certifying or authorizing 
agency for ultimate credit to the ap-
propriation or fund account initially 
charged for the payment. 

(3) On a monthly basis, Treasury will 
provide to each agency that authorizes 
the issuance of checks a list of those 
checks issued for such agency which 
were canceled during the preceding 
month pursuant to paragraph (b)(1) of 
this section. 

§ 240.6 Provisional credit; first exam-
ination; declination; final payment. 

(a) Any credit issued by a Federal Re-
serve Bank to a financial institution 
shall be a provisional credit until 
Treasury completes first examination 
of the check, or as provided in para-
graph (d) of this section. 

(b) Treasury shall have the right as a 
drawee to complete first examination 
of checks presented for payment, to 
reconcile checks, and, when appro-
priate, to make a declination on any 
check. 

(c) Treasury will decline payment on 
a check when first examination by 
Treasury establishes that: 

(1) The check has a material defect or 
alteration; 

(2) The check bears a forged or unau-
thorized drawer’s signature; 

(3) Treasury has already received pre-
sentment of, and made payment on, a 
substitute check, electronic check or 
original check relating to the check 
being presented, such that Treasury is 
being requested to make payment on a 
check it has already paid; 

(4) In the case of an electronic check, 
Treasury cannot determine whether 
the check contains a material defect or 
alteration without examining the 
original check or a better quality 
image of the check and Treasury is on 
notice of a question of law or fact 
about whether the check is properly 
payable; or 

(5) In the case of a substitute check, 
Treasury has a warranty or indemnity 
claim arising under 12 CFR 229.52 or 
229.53. 

(d) Treasury shall have a reasonable 
amount of time to complete first exam-
ination. However, except as provided in 
paragraph (e) of this section, if Treas-
ury has not declined payment on a 
check within 60 days after the check is 
presented to a Federal Reserve Proc-
essing Center for payment, Treasury 
will be deemed to have made final pay-
ment on the check. 

(e) Notwithstanding the provisions of 
paragraph (d) of this section, in accord-
ance with 31 U.S.C. 3328(a)(2), if, upon 
presentment for payment, Treasury is 
on notice of a question of law or fact 
about whether a check is properly pay-
able, Treasury may defer final payment 
until the question is settled. 
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